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Scanning Controllership Scene | 








Merit Rating 


Merit rating is looming large on the horizon of controllers. 
It is a nebulous, and very much confused and complicated sub- 
ject, on which not much concrete, constructive information is 
available at the moment, because of the varying provisions of 
state unemployment compensation laws, and because many states 
have yet to adopt their regulations dealing with it. Controllers 
in many instances have gone as far as they can, with the in- 
formation in hand, in advising their managements as to the 
steps that may be taken at this time in the effort to obtain what- 
ever credits may be available in the future. The records which 
must be kept, in themselves present a problem, if the cost of 
keeping them and of presenting reports and claims is not to 
exceed the possible benefits. 


- 


“Financial Statements for Employees,” was discussed at 
length at Indianapolis by controllers from many mid-western 
cities, on May 23. From the interest shown in the subject 
it is gathered that it is one which is being given close atten- 
tion by controllers and business managements. The discus- 
sion was started by a paper prepared by Mr. Franzy Eakin, 
vice-president and controller of the A. E. Staley Manufac- 
turing Company, of Decatur, Illinois. The paper and the 
substance of the discussion are due to be published soon— 
in an early issue of THE CONTROLLER. 


. . 


Controllers will undoubtedly read and re-read the article on 
prices and costs by Professor Howard C. Greer, in this issue. 
It should be exceptionally useful to many, as it points the way 
to what might be termed ‘a more satisfactory price structure,” 
something of which manufacturers are sorely in need. Professor 
Greer challenges some firmly fixed beliefs with respect to the 
bases of price fixing. 


Training Future Controllers 


How to plan an organized, forward looking form of 
training for future controllers is a subject which is being 
studied carefully by controllers. Mr. Henry C. Perry, 
President of The Controllers Institute of America, 
speaks of it in his editorial comments in this issue of 
THE ControLiter. The help of controllers themselves, 
in providing material, advice, and encouragement, is 
greatly needed in this work. The Committee on Educa- 
tion, of The Controllers Institute of America, under the 
chairmanship of Mr. J. H. MacDonald, is proceeding 
slowly and carefully in its investigations of this most im- 
portant movement. Prominent men in the field of col- 
legiate business education who are associate members of 
The Controllers Institute of America, are assisting in 
this work. It is but reasonable to suppose that the men 
who are serving as controllers in the country’s leading 
businesses are the ones to whom to turn for assistance. 
Slowly a definite program is being evolved. This is one 
of the principal functions of The Controllers Institute of 
America. 


Mr. Carman G. Blough figures in current corporate accounting 
developments in two other instances this month. He has released 
two additional “accounting opinions” for the Securities and Ex- 
change Commission. See them on page 172 of this issue of 
“The Controller.” 
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And Mr. Blough is leaving the Commission to join a 
prominent firm of public accountants, on June 30. Con- 
trollers generally have formed a high opinion of Mr. 
Blough’s ability. His has been a difficult assignment which 
he has discharged creditably. 


Deficiencies in Financial Statements 

Not all corporations are required to make reports to, 
and file financial statements with, the Securities and Ex- 
change Commission. But corporations generally are 
faced by the acknowledged need of improving accounting 
procedures, and public accountants are faced by the nec- 
essity of stating clearly, in their certificates, their opin- 
ions with respect to the financial statements, and the un- 
derlying accounting principles, to which those certificates 
are attached. All accountants, then, will have a deep in- 
terest in the statement by Mr. Carman G. Blough, chief 
accountant (until June 30) of the Securities and Ex- 
change Commission, which appears in this issue of THE 
CONTROLLER, in which are described the deficiencies most 
commonly noted in the financial statements filed with the 
commission. Here is a worth while guide, which cor- 
porate accountants may use to advantage. Publication 
of this description of “deficiencies” spells progress, even 
though controllers may disagree with many of the judg- 
ments reached by Mr. Blough. It is an official release 
of the commission. 


Every business executive has his own ideas as to signs to be 
watched, to give him an idea of what is ahead in the way of 
good business or bad. Dr. Norman J. Silberling, professor of 
business research, Stanford University Graduate School of Busi- 
ness, California, describes in this issue the four main factors 
which he believes should be watched by a business executive to 
see his way ahead without confusion due to propaganda or senti- 
ment. They will probably be useful, in addition to other fac- 
tors which are scrutinized closely by business men. Turn to 
page 176 of this issue of “The Controller.” 


Insurance Looms as Controllership Problem 


It may have been a coincidence, then again it may in- 
dicate a trend, that in three of the local meetings held by 
Controls (groups of members of The Controllers Insti- 
tute of America) in May, insurance was the subject for 
This was exclusive of unemployment com- 
pensation and old age benefits. 


discussion. 












LEARN BY DOING e e e is the principle upon | 


which 1.A.S. teaching 
methods are based. 





@ The development of a high degree of skill as a chemist or as a 
surgeon could never be accomplished merely by attending class- 
room lectures or by reading books. 


@ Likewise, it would be difficult to develop skill as an accountant 
merely by listening or by reading.* But, since the compiling and 
interpreting of records in written form play such an important part 
in accounting work, it is possible to devise a system of instruction 
whereby the student can /earn by doing most of the things that an 
accountant is called upon to do in actual practice. This is the method 
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used by I.A.S. in teaching its various home-study courses. 


@ Thousands of successful accountants throughout the United States 
and Canada are living proof of the fact that accounting can be 
learned successfully by correspondence. There is probably no sub- 
ject which by its very nature is more adapted to the correspondence 
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method of instruction than accounting. 
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@ Those who are interested in obtaining full information regarding 
I.A.S. courses (which are available for advanced students, as well as 
for beginners) can obtain explanatory literature, without any cost or 
obligation, by addressing a letter or postcard as shown below. a 


Oo 


* "The correspondence method has always been used in resident instruc- 
tion in certain subjects and in many cases no other method is possible.” 
—From Bulletin 1920, No. 10, issued by the Bureau of Education, 
U.S. Department of the Interior. 
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Editorial Comment 


ls ors language is frequently applied to our 
colleges for failure to fit graduates for the 
work in life which awaits them. This criticism should 
not be, and is not, directed at the college faculty, its 
students or its methods. Underlying adequate train- 
ing for a business career is the curriculum, which 
must be made adaptable to a rapidly changing eco- 
nomic order. These changes are probably more wide- 
spread and reflect themselves more quickly in the 
field represented by the controller than in any other 
sphere of business practice. 

In the midst of these conditions the Controllers 
Institute of America has a broad social responsibility 
which must be met through its Committee on Edu- 
cation. Our members can not expect to locate com- 
petent men for junior assignments unless they con- 
tribute something in the way of material from 
practical experience to the minds that are training 
for the work of controllership. It is undoubtedly 
a fact that the hopes of the world are centered now, 
as never before, in the young men who will assume 
the problems of business life, and the present gen- 
eration has a right to refuse tradition and precedent 
as a ball and chain, hindering progress. 

As independent thinkers, however, these young 
men recognize that the expert in business has a thou- 
sand masters, while the servile man has but few. 
As men of intellectual independence, they put faith 


in these masters but reserve the right of choice upon 
whom they will be dependent for guidance. This be- 
ing the case, it is natural that both faculty and stu- 
dents should be quick to seek understanding of the 
principles and policies of The Institute. Our mem- 
bers, men of major position in industry, can make an 
aristocracy of brains available to students of busi- 
ness for the purpose of adequate training, and assist 
in fashioning this raw material that it may face more 
confidently the responsibilities of life with alacrity 
and informed intelligence. Under capable leader- 
ship and in cooperation with the American Collegi- 
ate Schools of Business our Committee is working 
on a program which will determine how the Insti- 
tute may participate in developing a specific course 
of training in controllership and contribute practical 
problem material for educational use. Extensive cor- 
respondence with the deans and administrative 
officers of these schools demonstrates that there is 
need of such training and a real opportunity for The 
Controllers Institute to be of service. The Institute 
recognizes that there is no greater problem than 
that of the authenticity of ideas which are held by 
these men who will be our future controllers, and is 
prepared to meet its obligation to them. 


H. C. Perry, President, 


CONTROLLERS INSTITUTE OF AMERICA. 
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More Than Knowledge of Costs. 


Needed To Set Prices Intelligently 


Buyer's Attitude Toward Price Carries Fully as Much Weight as Cost—Problem of Pric- 
ing Fundamental and Continuous—Pressure on Prices Chronic and Normal—Definite 
Statement of Information Needed From Accountants—Paper by Howarp C. GREER. 


HE author of this paper, which 

was presented before the Chicago 
control on March 15, is Mr. HOwARD 
C. GREER, a graduate of Northwestern 
University. He holds the degree of 
Certified Public Accountant from III- 
inois and Ohio. After several years of 
industrial and public accounting work 
he became connected with the Ohio 
State University, serving as head of 
the Department of Accounting and as 
Director of the Bureau of Business Re- 
search. Since 1927 he has been serv- 
ing as Professor of Accounting at The 
University of Chicago, and has been 
in charge of accounting research and 
service work for the Institute of Ameri- 
can Meat Packers, the trade association 
of the meat packing industry. 

Mr. Greer is the author of several 
books and numerous articles on ac- 
counting subjects. He has been partic- 
ularly interested in cost problems, and 
has been an active member of the Na- 
tional Association of Cost Accountants, 
appearing frequently as a speaker be- 
fore its chapter and convention meet- 
ings. He also is a member of the 
American Institute of Accountants, 
and recently has served on the Execu- 
tive Committee of the American Ac- 
counting Assoctation. 

This paper is timely and construc- 
tive and will it is believed throw light 
on several perplexing problems. 


—THE EpIror. 


Cost accounting commonly is ex- 
pected to furnish a guide to a success- 
ful pricing policy. If a knowledge 
of costs is all that is necessary for the 
development of a satisfactory price 
schedule, it seems strange that the in- 
tensive and skillful work done by cost 
accountants in the past twenty years 
has not been productive of a more sat- 
isfactory price structure. The fact is 





that prices generally have been less 
profitable to the average manufacturer 
over the past ten years than in any part 
of the long period before the present 
wealth of cost information became 
available to management. 

This suggests either that cost find- 
ing is not the sole basis for sound 
pricing, or that the type of cost find- 
ing which has been employed by most 
American industries does not wholly 
meet the requirements. Apparently 
there is need for a better understand- 
ing among accountants and business 
men of the factors which do and 
should control prices, and for an ex- 
tension of the accountant’s activities 
so that he may supply important data 
not now commonly contained in his 
reports. 

The fundamental question to be 
answered is whether there are any cit- 
cumstances in which it is sound busi- 
ness policy to make sales at prices 
which are less than full cost (as de- 
termined by ordinary cost accounting 
methods), and, if so, what those cir- 
cumstances are. This question should 
be considered with due regard for the 
following truths, which are axiomatic: 


1. Selling prices, in the aggregate, 
must cover all costs and leave a reason- 
able margin of profit to provide an ade- 
quate return on the capital invested. 

2. The selling price of each product, 
so far as possible, should cover the direct 
cost of production and distribution, plus 
a pro rata share of plant, selling, and 
general overhead fairly applicable. 

3. Scientific apportionment of joint 
costs and general expenses, by operations 
and by products, is essential to accurate 
measurement of cost and selling price 
relationships, and to determination of 
profit contribution of each product; also 
to the computation of inventory values 
and profits for each accounting period. 


These axioms are so readily under- 
stood and generally accepted that they 





require no comment. Their acceptance 
has led to the formulation of certain 
other assertions, which may seem to 
the uncritical to be almost as easily 
defended. These include the follow- 


ing: 


4. Sound selling prices are based ex- 
clusively on costs at all times. 

5. Any cost incurred can be passed on 
to the consumer in the form of an in- 
creased selling price; all costs are borne 
eventually by the consumer. 

6. A product should never be offered 
for sale at a price which is less than its 
direct cost, plus its fair share of the over- 
head applicable to operations in normal 
volume. 


There are many people in business 
who believe the statements numbered 
4, 5, and 6 as firmly as they believe 
those numbered 1, 2, and 3. To chal- 
lenge them is almost as shocking to 
many orthodox business men and ac- 
countants as it would have been a 
quarter of a century ago to challenge 
the eternal damnation of sinners in a 
group of fundamentalist churchmen. 
In spite of the disturbing occurrences 
of recent years there still are many 
people who think that the subject of 
“selling below cost’”’ is one that should 
not be openly discussed, for fear of 
the bad influence it may have on the 
credulous and susceptible. Even those 
who do not believe in hell themselves 
think that others should continue to 
do so. 


Stitt MucuH SELLING BELOW Cost 


It is demonstrable that nineteen cen- 
turies of a belief in hell did not pre- 
vent a lot of wickedness in the world; 
and there is some reason to believe 
that an emphasis on the supernatural 
aspects of possible divine retribution 
may have diverted attention from the 
very sound reasons for good behavior 
which exist quite apart from the un- 
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certainties of a future life. It is de- 
monstrable also that all the oratory of 
cost accountants and trade associa- 
tion executives has not prevented a lot 
of selling below cost; and it seems 
possible that the somewhat rigid point 
of view thus encouraged has delayed 
a realistic analysis of the problem, and 
may have led to unsound policy de- 
cisions which could have been avoided 
with a full knowledge and under- 
standing of the facts. If it is recog- 
nized that the selling below cost prob- 
lem is a very complex and difficult 
one, and not to be decided off hand 
on the basis of some simple invariable 
formula, it may stimulate productive 
study in the field and eventually lead 
to a better solution of the problem 
than has been found so far. 

What is the right selling price? 
First it is one which is acceptable to 
the buyer as well as to the seller. 
When a manufacturer insists that a 
selling price must be based on cost, 
he is taking into consideration only 
50 per cent. of the influences which 
require recognition. The other 50 
per cent. is represented by the buyer’s 
attitude toward the price. 

Price is a measure of value. A high 
cost will not enable any manufacturer 
to demand a high price unless the arti- 
cle has a high value. Cost may be 
some indication of value, but it may 
not. Prospective buyers may think the 
article is not worth what it costs. Some 
other manufacturer may be able to 
produce it at a lower cost. Increased 
consumption, leading to production in 
larger volume, may reduce the costs of 
all manufacturers in the industry. 


Must KNOW MORE THAN COST 
ALONE 

It is plain that the manufacturer in 
setting his prices needs to know some- 
thing more than merely his own cost 
on the article in question, produced in 
his plant under the current volume 
and trade conditions. He must recog- 
nize that there are three essential char- 
acteristics of a satisfactory selling price, 
as follows: 


(1) It must be high enough to cover 
all costs and to provide an adequate re- 
turn on the investment required. 
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(2) It must be at the right level to 
develop the maximum consumption which 
will be profitable to producers. 

(3) It must be low enough to pre- 
vent loss of trade to competitors. 


There are times when the selling 
prices obtainable by most manufac- 
turers have all three of these charac- 
teristics. Such times are called periods 
of prosperity. All too frequently 
conditions are such that the prices ob- 
tainable will not meet all three of 
these requisites. Such times are called 
periods of depression. Whether or 
not it is possible to determine accu- 
rately the causes of depressions, it is 
essential to discover what business can 
do to help provide a remedy for de- 
pressions when they are encountered. 

The question which confronts the 
individual manufacturer is: ‘““What is 
a sound pricing policy when it is im- 
possible to obtain prices that have the 
three essential characteristics just men- 
tioned?” There are several possible 
answers. The first may be designated, 
for convenience, “Solution A,’ and 
may be framed in the following terms: 


“The manufacturer should maintain his 
selling price at or above his full cost, 
and should urge all others in the indus- 
try to do likewise. If a decrease in vol- 
ume results, operations should be cur- 
tailed until better times make it possible 
once more to obtain adequate selling 
prices.” 


This policy has been widely in- 
dorsed and apparently is practiced in 
certain industries. During the severe 
depression of the early thirties, certain 
products were continuously offered for 
sale at prices not appreciably below 
those prevailing in the preceding dec- 
ade of prosperity. Many people seri- 
ously believe that this is the way to 
cure a depression—to sit tight, main- 
tain the existing price structure, and 
wait patiently until the storm blows 
over., 


DIFFICULTIES CONFRONTED BY 
PRICE-MAINTAINER 

There are two serious difficulties en- 
countered in carrying out a program 
of this kind. One is that if buyers re- 
fuse to pay the maintained price, the 
volume of business may decline so 
drastically as to raise the overhead 


161 


expense to a point where it constitutes 
an unbearable burden, which may 
wreck the business before better times 
return. The other is that no one man- 
ufacturer can be certain that a com- 
petitor is not in a position to reduce 
his prices, since he may have a lower 
cost to start with and may make it still 
lower by increasing his volume. In 
most cases one or both of these diff- 
culties tend to break down the resolu- 
tion of even the most stalwart price- 
maintainer when an extended period 
of business recession is encountered. 

These practical difficulties have their 
roots in some perfectly sound philo- 
sophical considerations. Their perti- 
nence may be indicated by an illustra- 
tion or two from other fields. 

For some years there has been an 
active farm group which has de- 
manded that the government fix the 
prices of farm products at not less 
than their “cost of production.” Con- 
gress has considered seriously legisla- 
tion embodying this idea. Such legis- 
lation has not been adopted outright, 
but the Federal government has gone 
a long distance to attempt to bring 
about the desired condition by other 
means. It has encouraged the voluns 
tary and cooperative restriction of out- 
put by agricultural producers with a 
view to maintaining higher prices than 
otherwise would prevail. 

Economists suggest that under such 
a policy the American farmer may lose 
many of his former customers. They 
point out that he may succeed in pric- 
ing himself out of the export market 
for such commodities as wheat and 
cotton. The tendency would be to 
place the agricultural “plant” in the 
same position as the manufacturing 
plant of an owner who decides that he 
will sell only at a price which will 
recover all of his costs, and that he 
will curtail production to the extent 
that such a price is not obtainable. A 
common result of such a policy is that 
overhead increases and competitors 
take the business: 

Similar illustrations are numerous in 
the field of labor. Recently a news 
article stated that in a manufacturing 
center not far from Chicago, two of 
every five persons were on relief. In 
the same article it was mentioned that 
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the average hourly wage of persons 
employed in that community was the 
highest on record. The writer of the 
item discerned no connection between 
these two facts, but it is fairly obvious. 
Labor in a number of industries has 
priced itself out of the market. Labor 
leaders have chosen the policy of de- 
manding a high unit price for an 
hour’s work and insisting on the main- 
tenance of the price, even though the 
demand for labor at such a price is 
bound to be greatly restricted. 


IMPORTANT QUESTION OF VALUE 
NEGLECTED 
Manufacturers frequently deplore 
the pursuance of such policies by agri- 
culture and labor. It is a fair question, 
however, whether insistence by a man- 
ufacturer on a specified price for an 
article, regardless of whether it can 
be sold in satisfactory quantities at that 
price, is not quite closely akin to the 
policy advocated by farm leaders and 
labor leaders on behalf of their con- 
stituents. The fact may be that all 
three groups have placed a mistaken 
emphasis on the supposed right of 
the producer, or seller, to demand a 
ice to which he feels he is entitled, 
and have neglected the important ques- 
tion of the value of the products and 
services to the buyer, which is at 
least half the price problem, as men- 
tioned before. It is worth consider- 
ing whether the criterion in setting 
prices should not be primarily what 
the consumer is able and willing to 
pay, and secondarily what the pro- 
ducer is entitled and willing to take. 
Most manufacturers, however, will 
not go on a strike to maintain prices. 
Almost always there is someone ready 
to sell for less, rather than not sell at 
all. In fact, it does not take a period 
of business recession to produce this 
situation, which is more nearly normal 
than abnormal. The odd thing about 
it is the reluctance of many people in 
business to recognize that the problem 
is a fundamental and continuous one, 
which must be met as an inescapable 
adjunct of a free competitive system. 
In 1927 the National Association 
of Cost Accountants at its annual 
convention conducted a symposium on 
the question of whether goods ever 
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should be sold below cost. Question- 
naires were sent to a large number of 
manufacturers, and several hundred 
replies were received. Between 70 and 
80 per cent. of those replying stated 
that they considered it wrong ever to 
sell goods below “‘normal cost.’’ Most 
of the remaining 20 per cent. said 
that they considered it wrong, except 
in “unusual circumstances” and for 
specific purposes, among which they 
mentioned the following: 


(a) To expand the market, to increase 
volume and thus to reduce unit costs. 


(b) To introduce a new product or to 
enter a new market. 


(c) To preserve existing volume by meet- 
ing the prices quoted by competitors. 


(d) To utilize existing production or 
distribution facilities more exten- 
sively. 

(e) To fill in seasonal slack periods. 

(f) To maintain an organization in bad 
times. 

(g) To prevent the loss of markets to 
substitute products. 

(h) To dispose of sub-standard, obsoles- 
cent, or perishable goods. 


The surprising thing is that almost 
no one who replied to the inquiry or 
participated in the discussion at the 
convention seemed to recognize that 
the circumstances mentioned are not 
unusual or temporary, but instead exist 
quite regularly and continuously. In 
nearly every line of business there is 
always some one who wants to in- 
crease his volume or enter a new mar- 
ket, and some one else who wants to 
protect his volume and keep from hav- 
ing his customers taken away from 
him. Most businesses encounter fre- 
quent slack periods, even in times of 
prosperity, or have available produc- 
tion or distribution facilities which 
could be used more extensively. If 
each manufacturer considers that such 
conditions justify reduced selling prices, 
is is apparent that the pressure on prices 
is chronic and normal, not exceptional 
or unusual. 


REDUCE Prices To MAINTAIN 
VOLUME 
The second possible method of deal- 
ing with the manufacturer's problem 
in a period when satisfactory selling 
prices are not obtainable may be 


termed for convenience ‘Solution B” 
and may be formulated as follows: 


“The manufacturer should cut his 
prices as often and as much as necessary 
to get an adequate volume of business. 
This involves meeting the price of every 
important competitor, so as to hold all 
possible trade, regardless of the effect on 
profits.” 


This is a policy which no manufac- 
turer advocates, but many manufactur- 
ers adopt. “It is almost the rule of 
thumb of arriving at prices in some 
lines of business. The theory is that 
“if the other fellow can stand it, we 
can,’ and that no matter how serious 
may be the effect of unremunerative 
prices, the effect of lost volume would 
be even worse. 

The difficulties attending a policy 
of this kind are so obvious as hardly 
to need emphasis. Competitive price 
cutting is a weapon available to every- 
one, and when the price cutter takes 
some business away from his com- 
petitor today it is reasonably certain 
that the competitor will retaliate and 
take an equal or greater voluine back 
tomorrow. Almost any manufacturer 
will testify that to obtain a permanent 
competitive advantage through indis- 
criminate price cutting is almost im- 
possible. 


Costs VARY WIDELY BETWEEN 
PLANTS 

In a long-continued price war it is 
obvious that only the concerns with 
the lowest costs and the greatest finan- 
cial strength can survive. Each manu- 
facturer is apt to think that his costs 
are as low as those of any competitor, 
and thus comes to believe*that he will 
suffer no more than others from un- 
satisfactory prices. The fact is, how- 
ever, that costs do vary widely as be- 
tween plants, and the way in which 
they are figured varies even more, It 
is not at all uncommon to find that one 
manufacturer who believes he has a 
low cost actually is in competition with 
others whose costs, as reported to them 
by their accountants, are less than half 
as much. Thus the outcome of a price- 
cutting campaign is by no means as- 
sured. 

Furthermore, it usually turns out 
that little has been gained even by 
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the winners in a contest of this sort. 
Many companies have been driven out 
of business through profitless price 
cutting, but they leave their plants 
and facilities to be bought up at an 
auction sale by some optimistic succes- 
sor. The company which has weath- 
ered the storm, at the expense of long 
periods of unprofitable operations, 
often finds itself faced with the same 
volume and intensity of competition 
as before. 

The sole advantage of Solution B 
over Solution A is that it does help to 
keep business going. When prices are 
low enough some one almost always 
will buy. Buying, at any price, main- 
tains employment for labor and an out- 
let for raw materials, and thus tends 
to keep up a degree of purchasing 
power which is absent when opera- 
tions are shut down completely be- 
cause_obtainable prices are unsatisfac- 
tory. ‘There is some question, of 
course, of whether there is a_ net 
social gain or loss as a result of profit- 
less manufacturing operations—that is, 
whether the money paid out for labor 
and materials offsets the ultimate im- 
pairment of purchasing power which 
may result from frittering away in- 
vested capital through operating def- 
icits. If there is any social gain in- 
volved, it does not offer much comfort 
to the individual who loses his busi- 
ness in the process. 


MIDDLE-OF-THE-ROAD POLICY 


It must be apparent that neither of 
the two solutions mentioned is a satis- 
factory one. Probably there is no 
wholly satisfactory solution to be 
found. It may be, however, that the 
cost accountant can contribute some- 
thing more than he has contributed in 
the past toward the selection of a mid- 
dle-of-the-road policy which will avoid 
the worst of the evils attendant on 
rigid price maintenance or indiscrimi- 
nate price cutting. (Such a policy, here 
designated as ‘Solution C’ might be 
formulated in the following rather 
general terms: 


“The manufacturer, in a period of de- 
pression or excess competition, should 
offer each of his products at a price 
which will cover its out-of-pocket cost, 
plus as much as can be obtained toward 
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carrying the fixed overhead of the busi- 
ness, with due regard for (a) the total 
volume which can be moved at the 
price; (b) the percentage of that volume 
which he reasonably can expect to ob- 
tain; (c) the probable influence of a price 
adjustment on the prices of related and 
competitive products; and (d) the extent 
to which the price is fair and non-dis- 
criminatory as between customers.” 


It is axiomatic with the business 
man, if not with the cost accountant, 
that any sales which can be made at a 
price covering out-of-pocket cost and 
contributing to general overhead are 
better than no sales at all, provided 
they can be made without upsetting 
the trade, through discrimination 
among customers or retaliation by com- 
petitors. Thus any price which is above 
out-of-pocket cost is profitable if it 
can be applied to some additional busi- 
ness without impairing existing mar- 
gins on business already obtainable at 
higher prices. The obvious danger is 
that either customers or competitors 
may compel the extension of the re- 
duced price policy to other products 
and thus eventually destroy margins 
altogether: 


WHAT INFORMATION Does 
MANUFACTURER NEED? 

What information then does the 
manufacturer need to have if he is to 
set about intelligently to develop a 
schedule of prices under Solution C? 
What can the cost accountant do to 
assist in this undertaking ? 

It should be recognized first that 
pricing activity is not all of one kind 
or always carried on under identical 
conditions. At least three different 
types of pricing are necessary from 
time to time in the average manufac- 
turing enterprise, and their problems 
must be considered separately. 

The first is what might be called 
“basic” pricing—that is, the setting of 
the general level of prices for a line of 
products. It is this activity which 
produces price lists, catalogs, adver- 
tised prices, and the like. These con- 
stitute the manufacturer’s offerings for 
his business as a whole—the general 
price line on standard products pro- 
duced under regular selling and manu- 
facturing conditions. 

The second task is what might be 
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termed “differential” pricing—the set- 
ting of differences in price between 
related products in a line, between var- 
ious methods of production, finishing, 
packaging, and the like, and particu- 
larly between methods of sale and de- 
livery. Such prices involve the im- 
portant matter of differentiation be- 
tween alternatives, the objective being 
to adjust the various prices quoted in 
such a manner that the customer may 
obtain what he wants in the way of 
manufacture and distribution, but on 
such terms that each class of business 
will be equally remunerative to the 
manufacturer. 

The third task is what might be 
termed “marginal” pricing—the set- 
ting of a price for some product or 
quantity which represents an adjunct 
or addition to the type or volume of 
business anticipated as the normal for 
the business. Opportunities for the 
development of business of this type 
present themselves at some time to al- 
most all manufacturers. The quota- 
tion of a suitable price is a very im- 
portant matter. The principles which 
underlie such pricing are not very well 
understood, and in practice the prices 


damaging to the entire industry. 


quoted frequently are disturbing “@ | 


CONSIDERATIONS GOVERNING 
VARIOUS TYPES 


It will be apparent from a study of 
the problem that the considerations 
governing these various types of pric- 
ing are somewhat different, and that a 
satisfactory application of Solution C 
may call for varying information and 
different policy decisions in each case. 
For example, it would seem that in 
basic pricing the most important con- 
sideration is that the general price 
level shall be such as to develop the 
maximum consumption which can be 
obtained at (ultimate) profit to the 
manufacturer. Differential pricing, on 
the other hand, should be almost ex- 
clusively a cost-recovery proposition, 
since differentials are justified only to 
the extent that there is a cost increase 
or cost saving involved. Marginal pric- 
ing involves still another set of con- 
siderations, of which the two most im- 
portant are (a) the net addition to 
profit which reasonably may be an- 
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ticipated, and (b) the net disturbance 
to existing trade which may result 
from the contemplated price variation. 

It is evident that due allowance for 
the many complex factors involved 
requires something more than a simple 
formula or a set of arbitrary rules. It 
is possible, however, to list those ques- 
tions which are most important, and 
to suggest what information will be 
helpful in answering them. 


1. What is the cost situation of our own 
company— 
a. With reference to the basic pric- 
ing of our general line? 
b. With reference to differential 
pricing for specified items? 
c. With reference to marginal pric- 
ing for specified items? 
Required: Information on the cost of 
each product and operation, suitably 
subdivided to show (1) cost of direct 
labor and material, (2) variable ex- 
pense, (3) fixed overhead expense re- 
quiring immediate cash outlay, (4) 
fixed overhead expense already paid 
or deferable to future (e.g., depre- 
ciation, amortization, and the like). 


The essential is that the company’s 
basic cost data be maintained in sufh- 
ciently detailed and flexible form so 


at the accountant may be able to 
roduce, on short notice, a statement 


of the out-of-pocket cost, or the full- 
apportioned cost, or any intermediate 
cost figure, for all products, or for 
any one product or operation. This 
suggests the desirability of standard 
costs divided into the designated ele- 
ments, and of a simple primary ex- 
pense classification which is not too 
much obscured by redistributions and 
apportionments in the books of ac- 
count. 


2. How does the cost of each product in 
our line compare— 

a. With the average cost for the 
industry? 

b. With the full cost of our lowest- 
cost competitor? 

c. With -the marginal cost of com- 
panies likely to treat our product 
as a marginal item? 

Required: Comprehensive, detailed, 
comparable data on the costs of all 
companies which are important fac- 
tors in the industry. 


- This information can be made avail- 
able only through joint action of the 
companies making up the industry. 
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Collection and dissemination of the 
figures can be handled by a trade as- 
sociation, by a public accountant tre- 
tained for that service, by a university 
or private research bureau, or by a co- 
operating government agency. The un- 
dertaking requires not only a willing- 
ness to submit data for comparison, 
but also a willingness to cooperate in 
developing standardized accounting 
classifications and cost finding princi- 
ples in each industry. This is essen- 
tial to real progress in this field. 


3. What total volume of business for the 
entire industry is potentially avail- 
able— 

a. At prices sufficient to cover our 

full costs? 

b. At various lower prices? 
Required: Extensive, thorough-going 
market analysis, measuring the re- 
quirements of potential purchasers and 
their ability to satisfy those require- 
ments at each of several possible price 
levels. 


This is a task beyond the scope of 
the accountant. It requires a knowl- 
edge of the wants and the purchasing 
power of prospective buyers, an under- 
standing of the general economic situ- 
ation, and an ability to apply appro- 
priate statistical measures to these fac- 
tors. The most important problem is 
how much the total market can be 
broadened by establishment of lower 
prices. Another important considera- 
tion is the possible resort to substi- 
tutes if the prices of one class of 
products are unduly high. 


4. What percentage of the total available 
volume can our company reasonably 
expect to obtain— 

a. In the light of relative customer- 
acceptance of our products? 
b. In the light of our relative price 
position? 
c. In the light of our relative cost 
position? 
Required: Study of our share of the 
total volume of the industry, now and 
in the recent past, and the extent to 
which this share is likely to be af- 
fected by changes in our prices rela- 
tive to those of our competitors. 


This is a problem for the sales de- 
partment, and the accountant’s contti- 
bution to the solution is largely by 
way of assembling and interpreting 
the volume, price, and cost data which 
are necessary to a sound conclusion. 





5. At what potential price-volume level 

will the aggregate net profits of our 
company represent the most satisfac- 
tory return on the capital investment 
required? 
Required: A series of flexible-budget 
schedules for future operations, each 
reflecting the composite net effect of 
a specified potential volume at a speci- 
fied potential price, to make possible 
an accurate advance estimate of the 
profit possibilities of any contemplated 
pricing policy. 


This information is essential to se- 
lection of the best of several possible 
alternatives, when the probabilities of 
the competitive situation have been 
thoroughly canvassed. If the primary 
accounting data have been set up in 
suitable form and if standard costs 
have been developed for various pos- 
sible levels of production and distri- 
bution, it should be possible to pre- 
pare quickly a statement showing the 
probable effect of any change in vol- 
ume or price, as well as any possible 
change in production or distribution 
procedure. 


6. To what extent can costs be reduced 
to bring them within obtainable sell- 
ing prices— 

a. By increased efficiency in produc- 
tion and distribution? 


b. By recognition of cost differen- 
tials applicable to differing con- 
ditions of manufacture, sale or 
delivery? 

c. By special cost treatment for mar- 
ginal products or services? 


Required: A thorough knowledge of 
the productive and distributive proc- 
esses of the enterprise, and an in- 
tensive analysis of the cost influence 
of alternative processes, augmented 
volume, off-peak production, and sup- 
plementary products or services. 


The most effective use of cost in- 
formation always is in the direction of 
cost reduction. Industrial progress de- 
pends ultimately on producing and 
distributing at less cost. Under the 
spur of necessity economies usually 
are found possible even in enterprises 
considered highly efficient. The ac- 
countant’s contribution should be in 
demonstrating the points at which sav- 
ings are possible, and particularly the 
points where better utilization of man- 
ufacturing and selling facilities will 
make possible lower costs for existing 


(Please turn to page 172) 





























Deficiencies Most Frequently Noted 
in Financial Statements 


Securities Commission Publishes Analysis of Defects Occurring in Reports Filed 
With That Body—Many Do Not Involve Important Problems in Accounting, But 
Simply Failure to Follow Instructions—Statement by Mr. CARMAN G. BLouGu. 


HE analysis of deficiencies which 
are found most frequently in finan- 
cial statements filed with the Securi- 
ties and Exchange Commission, which 
has just been made public by the Com- 
mission, is most illuminating, and 
helpful. It is reproduced in full here. 
The statement by MR. CARMAN G. 
BLouGH, chief accountant for the 
Commission, is illuminating not only 
by reason of the errors of commis- 
sion and omission to which it calls at- 
tention, but also because of the trend 
of thought on the part of the Commis- 
sion which it discloses. This is a most 
valuable contribution to the discussion 
of corporate accounting and reporting 
practices. 
—THE EDITOR. 


The Securities and Exchange Com- 
mission on May 16 announced issuance 
of an analysis of the deficiencies com- 
monly cited by the commission in con- 
nection with financial statements filed 
under the Securities Act of 1933 and 
the Securities Exchange Act of 1934. 

The analysis, prepared by Mr. Car- 
man G. Blough, chief accountant, cov- 
ers accountants’ certificates, consoli- 
dated financial statements, balance 
sheet, liabilities, capital stock, surplus, 
profit and loss statement, and various 
schedules. 

The analysis is addressed to account- 
ants practicing before the commission 
and is designed to facilitate their work 
in the preparation of financial data. 

Mr. Blough, in announcing release 
of the analysis, addressed a message 
“To Accountants Practicing Before the 
Securities and Exchange Commission,” 
in which he said: 

“As an aid to registrants and their 
accountants in the preparation of finan- 


cial statements to be filed with this com- 
mission pursuant to the Securities Act of 


1933 and the Securities Exchange Act of 
1934 there is submitted herewith a list 
of the more common deficiencies which 
it has been found necessary to cite in 
connection with financial data included 
in registration statements filed with this 
commission. 

“It will be noted that many of the 
deficiencies cited do not involve any im- 
portant problem in accounting and that 
some involve simply the failure to fol- 
low the express regulations and instruc- 
tions of the commission. 

“It is thought that if particular atten- 
tion is given to the items comprising this 
list and to the instructions pertaining 
thereto, contained in the commission’s 
forms and regulations, considerable in- 
convenience and expense to registrants 
will be avoided and the work of the com- 
mission’s staff in reviewing the state- 
ments filed will be greatly facilitated.” 


The deficiencies commonly cited by 
the Securities and Exchange Commis- 
sion in connection with financial state- 
ments filed pursuant to the Securities 
Act of 1933 and the Securities Ex- 
change Act of 1934 are: 


ACCOUNTANTS’ CERTIFICATES 


1. Accountant’s opinion in respect 
of (1) the financial statements of, 
and (2) the accounting principles and 
procedures followed by the registrant, 
not clearly stated. 

2. Use of equivocal phrases such as 
“subject to the foregoing,” ‘“‘subject 
to the above comments,” “subject to 
comments and explanations in ex- 
hibits,” ‘subject to the accompanying 
comments,” and the like. 

3. A reasonably comprehensive state- 
ment as to scope of the audit made, 
not included in the certificate. 

4. Adequate audit not made by cer- 
tifying accountant. In this connection 
attention is directed to the regulation 
that accountants shall not omit “any 
procedure which independent public 
accountants would ordinarily employ 


in the course of a regular annual audit.” 

5. Failure to certify all financial 
statements required to be submitted, 
e.g., failure to certify profit and loss 
statement as well as balance sheet, and 
failure to certify statements of regis- 
trant as well as statements of registrant 
and subsidiaries consolidated. 

6. Financial statements and sup- 
porting schedules covered by the cer- 
tificate not clearly identified. 

7. Certifying that the accounting 
principles followed by the registrant 
are in accordance with the system of 
accounts prescribed by a state regu- 
latory body, or in a particular industry, 
but without indicating whether the 
practice of the registrant is in accord- 
ance with generally accepted account- 
ing principles and procedures. 

8. Effect upon the financial state- 
ments of substantial changes in ac- 
counting policies of the registrant not 
commented upon and explained by the 
certifying accountants. 

9. Effect upon the financial state- 
ments of the registrant’s failure to 
follow generally accepted accounting 
principles and procedures not com- 
mented upon and explained by the cer- 
tifying accountants. 

10. Disclaimer of responsibility on 
the part of the certifying accountants 
with respect to matters clearly within 
their province. 

11. Reservations on the part of the 
certifying accountants with respect to 
matters not within their province 
which might indicate that apparently 
the accountants were not satisfied that 
such matters as legal titles, outstand- 
ing liabilities, and the like, were prop- 
erly reflected in the financial state- 
ments. 

12. Certificate undated, or not man- 
ually signed. 
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CONSOLIDATED FINANCIAL 
STATEMENTS 


Balance Sheets: 

1. Failure to include footnote in- 
dicating the method followed in deal- 
ing with the difference between the 
investment in subsidiaries, as shown 
in the parent’s books, and the parent's 
equity in net assets of the subsidiaries, 
as shown in the books of the latter, 
and to state the amount of such differ- 
ence. 

2. Amount of the minority interest 
in the capital and in the surplus of the 
subsidiaries consolidated not stated 
separately in the consolidated balance 
sheet. 

3. Failure to state, as required, the 
principle adopted in determining the 
inclusion and exclusion of subsidiaries 
in each consolidated balance sheet. 

4. Improper treatment, in consoli- 
dation, of surpluses of subsidiary com- 
panies existing at date of acquisition 
by parent company. (See Accounting 
Release No. 3.) 


Profit and, Loss Statements: 

1. Preparation of consolidated profit 
and loss statement on a different basis 
than the consolidated balance sheet, 
e.g., inclusion in the consolidated 
profit and loss statement income and 
expenses of subsidiaries whose assets 
and liabilities are not reflected in the 
consolidated balance sheet but for 
which separate balance sheets are sub- 
mitted. 

2. Failure to eliminate intercom- 
pany items, or to explain satisfactorily 
the reasons for not eliminating such 
items. 

BALANCE SHEET 
Assets: 

1. Failure to state total of current 
assets and to designate the total. 

2. Inclusion among current assets 
of assets not realizable within one 
year, excepting where recognized trade 
practices, which are stated, permit 
otherwise. 

3. Classification, in the parent com- 
pany’s balance sheet, of receivables 
from subsidiaries as current assets, in 
cases where the subsidiaries classify 
their obligations to the parent com- 
pany as non-current. 
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4, Failure to indicate, where re- 
quired, assets hypothecated or pledged. 

5. Failure to disclose, with adequate 
explanation, assets held conditionally. 

6. Classification as marketable secu- 
rities, securities not having a ready 
market. 

7. Failure to state, where required, 
the basis of determining the balance 
sheet amounts of investment or mar- 
ketable securities. In this connection 
the term “‘book value” is unacceptable. 

8. Failure to state parenthetically 
the aggregate quoted value of invest- 
ment and marketable securities when 
not shown on basis of current market. 

9. Failure to reduce the carrying 
value of investments in subsidiaries to 
the extent of any dividends received 
thereon out of surplus of such subsid- 
iaries existing at date of acquisition. 

10. Inclusion in trade accounts re- 
ceivable of accounts not properly 
within such category. 

11. Failure to state separately in the 
balance sheet, or in a schedule therein 
referred to, major classes of inventory 
such as (a) raw materials; (b) work 
in process; (c) finished goods; and 
(d) supplies, or to use any other 
classification reasonably informative. 

12. Basis of determining the amounts 
of the inventories as shown in the bal- 
ance sheet not stated. 

13. Reserve for depreciation on ap- 
preciated value of fixed assets not pro- 
vided. 

14. Inclusion in carrying values of 
fixed assets, expenditures not properly 
includible therein, such as discount or 
commissions on capital stock and pro- 
motion expenses. 

15. Method used in amortizing debt 
discount and expense not stated. 

16. Failure to explain what pro- 
visions have been made for writing off 
discounts and commissions on capital 
stock. 

17. Where treasury stock is carried 
as an asset, failure to state reasons for 
such practice. 

18. Failure to state separately the 
amount of reacquired long term debt 
of the registrant. 

19. Absence of a reserve for doubt- 
ful accounts not explained. 


LIABILITIES 


1. Failure to state total of current 
liabilities and to designate the total. 

2. Inclusion, with general reserves, 
of accruals for taxes which are actual 
liabilities. 

3. Failure to state separately by 
years, where required, the total 
amounts of the respective maturities of 
long-term debt. 

4. Accounts and notes payable, and 
accruals, not segregated as required. 

5. Deferred income not set out sep- 
arately. 

6. Failure to disclose, with full par- 
ticulars, all contingent liabilities. 


CAPITAL STOCK 

1. Aggregate capital stock liability 
of each class of stock not stated sepa- 
rately. 

2. Failure to show the number of 
shares authorized, in treasury, and out- 
standing. 

3. Assigned or stated value of no 
par value stock not indicated. 


SURPLUS 

1. Failure to show in balance sheet 
the division of surplus into various 
classes, in cases where registrant has 
differentiated in its accounting for 
surplus. 

2. Use of capital surplus to absorb 
write-down in plant and equipment 
which should have been charged to 
earned surplus. (See Accounting Re- 
lease No. 1.) 

3. Failure to date earned surplus ac- 
count after deficit has been eliminated 
(with stockholders’ approval) by a 
charge to capital surplus. 

4. Failure to state amount of sur- 
plus restricted (a) because of acquisi- 
tion of company’s own stock and (b) 
to the extent of the difference between 
par, assigned or stated value of pre- 
ferred stock and the liquidating value 
of such stock. 

5. Deficit not clearly designated in 
the balance sheet. 

6. Treatment of surplus of subsid- 
iary at date of acquisition as earned 
surplus. 

PROFIT AND Loss STATEMENT 


1. Charges made to surplus rather 
than profit and loss for expenses or 
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losses properly attributable to current 
operations. 

2. Crediting profit and loss rather 
than surplus for sale of assets previ- 
ously written off by a charge to surplus. 

3. When opening and closing in- 
ventories are used in determining cost 
of goods sold, failure to state basis 
of determining the amount of such 
inventories. 

4, Where no depletion or deprecia- 
tion has been provided, failure to in- 
dicate that fact and the effect upon 
current operations in the profit and 
loss statement. 

5. Failure to state basis of conver- 
sion of all items in foreign currencies, 
and the amount and disposition of re- 
sulting unrealized profit and loss when 
significant. 

6. Gross sales net of discounts, re- 
turns and allowances not shown in 
profit and loss statement. 

7. Failure to state separately, as re- 
quired by instructions, Gross Sales and 
Operating Revenues when the lesser 
amount is more than ten per cent of 
the sum of the two items. 

8. Selling, general, and administra- 
tive expenses not segregated in profit 
and loss statement. 

9. Failure to explain in footnote to 
profit and loss statement, effect of 
change in significant accounting prin- 
ciple or practice. 

10. Failure to show separately from 
other taxes surtax on undistributed 
profits or failure to state expressly that 
no liability existed for such tax. (See 
Release No. 1210.) 

11. Principle followed in determin- 
ing the cost of securities sold not 
stated, e.g., “average cost,” “‘first-in, 
first-out,” “specific certificate or bond.” 

12. Failure to state basis of taking 
profits into income when sales are 
made on an installment or other de- 
ferred basis. 

13. Failure to refer in profit and 
loss statement to supporting schedule 
when analysis of certain expenses is 
presented in such schedule. 


SCHEDULE OF PROPERTY, PLANT 
AND EQUIPMENT 
1. Failure to show property by ma- 
jor classifications such as Land, Build- 
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ings, Equipment, Leaseholds, and the 
like, where required. 

2. Nature of changes in property, 
plant and equipment during the year 
not explained clearly, and accounts af- 
fected not indicated. 

3. Failure to explain fully policy of 
amortization and/or depreciation of 
property, plant and equipment cred- 
ited directly to asset accounts. 


SCHEDULE OF RESERVES FOR DEPRE- 
CIATION, DEPLETION AND AMORTI- 
ZATION OF FIXED ASSETS 


1. Failure to follow instructions: 
“State the company’s policy with re- 
spect to the provisions for deprecia- 
tion, depletion and amortization or re- 
serves created in lieu thereof during 
the fiscal year.” 

2. Failure to comply with the in- 
structions: “Where practicable, re- 
serves shall be shown to correspond 
with the classifications of property in 
[property schedule] separating espe- 
cially depreciation, depletion and 
amortization.” 

3. Charges to reserves other than 
retirements, renewals and replacements, 
not adequately described as required 
by instructions. 


SCHEDULE OF INTANGIBLE ASSETS 

1. Intangible assets not listed by 
major classes as required by instruc- 
tions. 

2. Failure to state policy with re- 
spect to provisions for depreciation 
and amortization of intangible assets 
in cases where a separate schedule for 
such reserves is not provided. 


SCHEDULE OF RESERVE FOR DEPRE- 
CIATION AND/OR AMORTIZATION OF 
INTANGIBLE ASSETS 

1. Failure to comply with instruc- 
tions: “State the company’s policy 
with respect to the provisions for de- 
preciation and amortization of intan- 
gible assets, or reserves created in lieu 
thereof.” 


SCHEDULE OF FUNDED DEBT 

1. Each issue of funded debt not 
designated fully as required by instruc- 
tions. 
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SCHEDULE OF RESERVES 
1. Failure to reflect all changes in 
reserves during the year and properly 
to describe major charges thereto. 


SCHEDULE OF CAPITAL STOCK 

1. Failure to list each issue of capital 
stock of all corporations in a consoli- 
dated group, whether eliminated in 
consolidation or not. 

2. Treatment of unissued stock as 
treasury stock. 


SCHEDULE OF SURPLUS 


1. Failure to show division of sur- 
plus into classes when required by in- 
structions. 

2. Analysis of surplus account not 
included either in balance sheet or as 
a continuation of the profit and loss 
statement, or in a schedule referred 
to in the balance sheet. 

3. Failure to describe in detail mis- 
cellaneous additions to and deductions 
from surplus. 


SCHEDULE OF ANALYSIS OF CERTAIN 
EXPENSES IN PROFIT AND Loss 
STATEMENT 


1. Amounts charged to costs and 
those charged to other profit and loss 
items not segregated. 

2. Failure to report in this schedule 
all expenses pertaining to maintenance 
and repairs. 

3. Items in this schedule at variance 
with other statements or schedules. 


SCHEDULE OF INCOME FROM 
DIvIDENDS 


1. Failure to show as required in 
Column C of this schedule the “amount 
of equity in net profit and loss for 
the fiscal year’ of affiliates, notwith- 
standing the fact that no dividends 
were received during the year from 
affiliates. 

2. Failure to show separately for 
each affiliate the “amount of divi- 
dends” and the “amount of equity in 
net profit and loss for the fiscal year” 
when registrant does not meet require- 
ments that these items may be reported 
in total only when substantially all 
the stock and funded debt of the sub- 
sidiaries are held within the affiliated 


group. 
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Brief Items from Here and There of Int 


Est 





Spotting an Oncoming Depression 
before It Arrives 


In a recent meeting of the Cleveland 
Control of The Controllers Institute of 
America the members discussed the prob- 
lem of spotting an oncoming depression 
before it arrives. A department store 
controller stated that his business fol- 
lowed employment charts almost exactly, 
although from the nature of his business 
it might be expected to follow dividend 
records. 

The controller of a motor company 
found that his company’s sales followed 
construction charts closely. A controller 
of a steel and tube manufacturing com- 
pany reported its business followed the 
automotive trade closely, and that it fell 
off or increased two months before a 
similar movement in that particular field. 
This controller was asked quickly what 
his company’s record had been during the 
last two months and the report was that 
March had shown an increase, which was 
not sustained in April. 

A controller of a paint manufacturing 
company reported that his business was 
picking up above seasonal. Most of those 
present, however, reported no improve- 
ment. 


Congressional Record Prints 
McCarl’s Speech to Controllers 


The Congressional Record of May 2, 
1938, published in full the address pre- 
pared by Honorable John R. McCarl, 
former comptroller-general of the United 
States, for presentation before the Spring 
Conference of The Controllers Institute 
of America on April 25. The address be- 
gins on Page 8068 of the Congressional 
Record. It was spread on the record at 
the request of Honorable John G. Town- 
send, Jr., Senator from Délaware. 


Congress Moves To Make Funds 
Available to States 


Many controllers are watching with in- 
terest a bill introduced in the United 
States Senate by Senator Robert F. Wag- 
ner, S. 3930, which would make avail- 
able certain sums to states which failed 
in 1936 and 1937 to take full advantage 
of the credit provision of the Social Se- 
curity Act and would direct the Secretary 
of the Treasury to place to the credit of 
all states an amount equal to the full 90 
per cent. of the taxes paid by the em- 
ployers in each state, to the credit of the 
Unemployment Trust Fund of that state. 





John F. Kenna, Member | 
Number One Thousand 

Mr. John F. Kenna, of the Stein 
Hall Manufacturing Company, Chi- | 
cago, became member No. 1,000 of | 

| The Controllers Institute of America | 

| when the Board of Directors of The 
Institute passed on the applications 
for membership at a meeting held 
April 25, 1938. 

The applications pending were 
arranged in chronological order, 
based on the dates of filing, and the 
distinction of becoming member No. 
1,000 fell to the lot of Mr. Kenna, 
as the elections took place. The | 
membership of The Institute stood | 
at 1,003 following the meeting of 
‘the Board of Directors on April 25. 











This bill is regarded as a necessary sup- 
plement to the bill enacted last year by 
Congress which was intended to provide 
this complete credit, particularly for the 
benefit of the states which did not enact 
their unemployment compensation laws 
in time to qualify under Title IX of the 
Social Security Act for the credit. 


Security Board Approving 
750 Claims Each Day 


With its machinery now geared to ap- 
prove an old-age insurance lump-sum 
claim every 30 seconds of each working 
day, the Social Security Board has ap- 
proved 134,297 claims, totaling $4,249,- 
468, since January, 1937. During April, 
1938, according to a report submitted 
May 17 to the Board by John J. Corson, 
acting director of the Bureau of Old- 
Age Insurance, claim approvals amounted 
to 750 each working day. The total 
number of claims approved during the 
month was 19,370, amounting to $824,234. 

The average claim during the 30-day 
period, according to Mr. Corson, was 
$42.55. The Social Security Act provides 
for the payment to a worker who has 
reached the age of 65, or to the estate 
of one who has died, of 314 per cent. 
of the total wages up to $3,000 received 
in one year from any one employer. 

The largest claim yet certified for pay- 
ment, said Mr. Corson, was for $1,044. 
Payment of a claim of this size is made 
possible because the worker had more 
than one employer. The beneficiary re- 
sided in New York. 


Still Discussing Spelling 
“Controller” vs. “Comptroller” 


The editor of ‘American Business,” 
published in Chicago, apparently ad- 
dressed letters early in May to most of 
the members of The Controllers Institute 
of America, in which questions were 
asked concerning several points such as 
the spelling of the word “controller” as 
contrasted with “comptroller”; the duties 
and responsibilities of the controller; the 
line between his duties and those of the 
treasurer; and to whom controllers re- 
port. 

This is all ground which was covered 
by The Controllers Institute of America 
as long as five years ago and the inquiry 
by “American Business” would seem to 
be harking back about that length of 
time. The editor of “American Business” 
reports a continued live interest in the 
subjects mentioned, 


More Than One Hundred Million 
Dollars Paid to Jobless Workers 


Nearly $105,000,000 in unemployment 
benefits was paid to insured jobless work- 
ers in twenty-five states during the first 
four months of 1938, R. Gordon Wag- 
enet, Director of the Bureau of Unem- 
ployment Compensation of the Social Se- 
curity Board, stated on May 20. More 
than 10,500,000 benefit checks were is- 
sued by the twenty-five benefit paying 
States from January 1 through May 4, 
each check representing a week’s com- 
pensation for a totally or partially un- 
employed worker. Of the total number 
of workers who filed claims since the 
first of the year, some 2,600,000 were 
found eligible for benefits. Not all of 
these drew payments, however, since a 
certain number found other employment 
during their “waiting periods,” or moved 
from the locality, or for some other rea- 
son, discontinued their claims before they 
became payable. 


Folsom Speaks on Unemployment Insurance 
Plans and Problems 


Mr. M. B. Folsom, treasurer of the 
Eastman Kodak Company, delivered an 
address “Unemployment Insurance and 
Old Age Benefit Plans, Current Prob- 
lems” before the Annual National Con- 
ference of the American Association for 
Social Security in New York City on 
April 9, 1938. The address has been 
printed and is being quite widely circu- 
lated. 
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Depreciation Accounting Committees 
Hold Joint Meeting 


The Depreciation Accounting Commit- 
tee of the American Gas Association 
held its first meeting on April 12, 1938, 
jointly with a similar committee of the 
Edison Electric Institute. Mr. H. C. Has- 
brouck is chairman of the Committee of 
the American Gas Association, and Mr. 
C. E. Kohlhepp is chairman of the com- 
mittee of the Edison Electric Institute. 
The committees recommended that mem- 
ber companies give attention to certain 
aspects of the provisions of new systems 
of accounting for gas and electric com- 
panies which govern accounting for de- 
preciation. A memorandum was issued 
by the two committees jointly, dated May 
2, 1938. The committee asks for com- 
ments, 

The two committees have appointed a 
subcommittee for the purpose of prepar- 
ing the necessary plans for the procure- 
ment of certain factual data discussed in 
the latter part of the memorandum. The 
subcommittee plans to spend considerable 
time in determining the availability of 
such factual information and the best 
means by which it can reasonably be col- 
lected. Undoubtedly, whatever form the 
request eventually takes, considerable ef- 
fort will be involved both on the part of 
company accountants and that of the com- 
mittee, and the committee asks full co- 
Operation. 


SEC Report on Corporate Reorganizations 
and Protective Committees 


The Securities and Exchange Commis- 
sion recently transmitted to Congress the 
seventh of its reports based on its gen- 
eral study of corporate reorganizations 
and protective committees—a study in- 
augurated by the Commission in October, 
1934. The report is entitled “Report on 
the Study and Investigation of the Work, 
Activities, Personnel and Functions of 
Protective and Reorganization Commit- 
tees; Part VII—Management Plans with- 
out Aid of Committees.” The report in- 
cludes 610 pages and is available from 
the Superintendent of Documents, Wash- 
ington, D. C. The Commission has no 
copies for general distribution. 


“New York Laws Affecting 
Business Corporations” 
The 1938 edition of “New York Laws 
Affecting Business Corporations” has 
been published by the United States Cor- 





Photograph of Spring 
| Conference Dinner 
| A photograph of the dinner which 
was a part of the program of the | 
Spring Conference of Controllers | 
held at the Waldorf-Astoria, New | 
York City, on April 25, was taken | 
by the Drucker-Hilbert Company, | 
Inc., 106 West 43rd Street, New | 
York. It proved to be an excellent | 
photograph. Copies of it are ob- | 
tainable at $1.00 apiece, unmounted. | 











poration Company. This is the nineteenth 
edition. The laws are revised to April 
18, 1938. Of outstanding importance are 
the amendments to Sections 13, 36, 37, 38, 
58, 86 and 91 of the Stock Corporation 
Law. Besides these, the General Cor- 
poration Law, the Tax Law, the General 
Associations Law, and the provisions of 
the Personal Property Law relating to 
corporations, have been amended in nu- 
merous, important respects. The edition 
contains 553 pages. 


SEC Amends Rule Concerning 
Filing Annual Reports 


The Securities and Exchange Commis- 
sion has amended its Rule MD1 to pro- 
vide that annual reports required under 
this rule need not be filed if the issuer 
files annual reports, such as are required 
for listed and registered securities, as a 
result of listing securities on an exempt 
exchange. 

The Securities Exchange Act already 
provides that annual reports need not be 
filed under this rule if the issuer files an- 
nual reports as a result of having securi- 
ties listed on a registered exchange. 


Employer-Employee Relations 
Discussed in Booklet 


A booklet entitled “Employer-Employee 
Relations,” by Mr. Edward V. Mills, sec- 
retary of the Fireman’s Fund Insurance 
Company of San Francisco, has been pub- 
lished. It contains the substance of an 
address presented by Mr. Mills at the An- 
nual Meeting of The Controllers Institute 
of America in New York on October 4, 
1937, also a paper on this subject pre- 
sented at a meeting of the San Francisco 
Control on March 25, 1938. Mr. Mills 
is past president of the San Francisco 
Control. 


Summer Meeting of Statisticians 
in Ottawa, Canada 


Statisticians will assemble June 28 and 
29 in Ottawa, Canada, for the summer 
meeting of the American Statistical Asso- 
ciation. The one hundredth annual meet- 
ing of the association will be held at 
Detroit, December 27-30, 1938. 


Blough, SEC Chief Accountant, 
Resigns: Succeeded by Werntz 


Official announcement was made by the 
Securities and Exchange Commission on 
May 21, of the resignation of Mr. Car- 
man G. Blough, chief accountant of the 
commission. 

Many members of The Controllers In- 
stitute of America have met Mr. Blough, 
both in routine business transactions and 
on the occasions of his appearance before 
meetings of The Institute’s members. 
Controllers generally praise the skillful 
handling by Mr. Blough of the many 
difficult problems with which he has been 
confronted. 

Mr. Blough’s successor will be Mr. 
William W. Werntz, a member of the 
staff of the Securities and Exchange Com- 
mission who is being promoted. Mr. 
Werntz is an attorney, of New Haven, 
Connecticut, formerly a lecturer at the 
Yale Law School. 


President Proposes Reduction of 
Paper Work Required of Business 


President Roosevelt in a recent press 
conference proposed that the government 
make some effort to reduce the paper 
work which it requires of business. He 
announced that he had written Dr. Stuart 
A. Rice, chairman of the Central Statis- 
tical Board, asking that official to make 
a study to determine the possibility of 
simplifying the government’s fact finding 
machinery and reducing the number of 
reports and returns required of business. 

This is an old suggestion, concerning 
which there has been desultory talk but 
no action for many years. Meanwhile 
with the multiplication of government 
agencies, the number of reports and re- 
turns required of business has increased 
many fold, until today the cost of an- 
swering questions asked by government 
has reached large proportions. 

It looks like a hopeless task to reduce 
the number and extent of governmental 
questionnaires, reports, and returns, yet 
controllers undoubtedly would enter 
wholeheartedly into any movement under- 
taken seriously with that objective. 





Clerical Efficiency of Sales Offices 
Graded In Unique Manner 


Accuracy, Promptness, Answering Ing uiries, Neatness, and General Efficiency 
Chosen as Bases For Rating By Five Executives In Main Office, Three From 
Accounting Department—Best Office Won Rating of Ninety-fwe Per Cent. 


The vice president in charge of sales 
of a company whose controller is a 
member of The Controllers Institute 
of America, asked the controller to 
work some methods of grading the 
various sales offices of the company in 
connection with the clerical part of 
their work. The company already had 
other means of comparing the offices, 
in connection with the other parts of 
their functions. 

A statement was prepared for sales 
office managers, showing the rating of 
each office, on various points consid- 
ered. The letter of transmittal to the 
individual offices explains the form, 
and the general procedure by which 
ratings were determined. 

Independent opinions were obtained 
for each sales office covering different 
factors, from five individuals in the 
main office who have direct and fre- 
quent contacts with the various records, 
reports and the like, sent in by indi- 
vidual sales offices. Three of those 
making the ratings were in the ac- 
counting department, and two in the 
general sales department. 

The controller who so kindly makes 
this material available for publication 
commented : 

“While it is easy to have differences 
of opinion as to the subjects picked for 
rating purposes, and the relative 
weight of each subject, the results we 
obtained confirm in a startling manner 
the opinions we had as to the relative 
efficiencies of the sales offices. Those 
we expected to find at the top were 
there, and the same is true of those at 
the bottom. 

“The percentage was computed by 
dividing the number of points received 
by 300, which was the maximum possi- 
ble number of points. We are not so 
much interested in the relative ranking 
of the various offices as we are to plan 


to make them all over 90 per cent., 
which we consider entirely attainable. 
It is our plan to make another of these 
ratings for our annual meeting of sales 
office managers, which occurs in July. 

“The ratings caused a great deal of 
comment among our sales offices and 
we have noticed a very considerable 
improvement in their work, particu- 
larly in those weak points which were 
developed by this table.” 

The letter of transmittal to Sales 
Office Managers reads: 

“We have had methods for compar- 
ing and rating the various sales offices 
on their operating results, tonnage 
sold, selling expenses, collections, and 
the like, and the charts submitted at 
the last managers’ meeting in June 
gave effect to these. Nothing of this 
sort, however, has ever been prepared 
to reflect the efficiency of the clerical 
operations of the sales offices. I have 
had in mind for some time the prepa- 
ration of some such rating chart, and 
accordingly requested various members 
of the accounting department and the 
sales department here at the head of- 
fice to give their opinions and personal 
ratings for each sales office on the fol- 
lowing subjects: 


Accuracy 

Promptness 
Answering Inquiries 
Neatness 

General 


“The individuals asked to furnish 
this information were those most in- 
timately connected with the records, 
both accounting and other, sent in by 
the sales offices. The names of these 
individuals, of course, are not given, 
but are represented by the numbers at 
the heads of the various columns on 
the attached Rating Schedule. Each 
rating was prepared independently, 


and there was no collaboration by the 
various individuals. A copy of the 
chart thus prepared is enclosed. 

“As you will note, the ratings were 
graded from A to E, inclusive, with A 
being given a value of 5 points, B 4 
points, and so on. Clearly, the five sub- 
jects covered were not of equal impor- 
tance and it is obvious that accuracy, for 
example, is much more important than 
neatness. Accordingly, each subject was 
given a special weighting as indicated 
at the tops of the respective columns. 

“Since A was assigned a value of 5 
points, and five different individuals 
have made the ratings, it is clear that 
the maximum possible grade under any 
subject would be AAAAA, represent- 
ing an unweighted value of 25 points. 
Twenty-five points in Accuracy, how- 
ever, would be worth five times the 
same number in neatness, so that the 
maximum obtainable for accuracy 
would be 125 points, and for neatness 
25 points. 

“With this method, therefore, the 
Composite Rating of each sales office 
was determined by adding the number 
of points earned. The total possible 
number of points is 300, and by di- 
viding the number of points actually 
received by 300 the Percentage Rating 
shown in the last column was deter- 
mined. 

“The ranking of the various sales 
offices is shown in the lower right 
hand part of the schedule, with No. 
10 office* leading the list by a very 
small margin, and No. 13 at the end. 
It should be stated, however, in justice 
to the No. 13 office that the conditions 
resulting in its low rating have now 
been corrected. The schedule was based 
on the activities of the sales offices for 
the six months ended December 31, 


* Offices are numbered here instead of be- 
ing named. 























and if the rating were based on the 
records for the month of January 
alone, No. 13 office would have a great 
many more points than it was able to 
acquire for the six months’ period. 

“You will note that plus and minus 
signs appear frequently in the schedule. 
No points have been added or sub- 
tracted for these signs, but A— means 
that an office was just barely able to get 
into the A class, and the plus sign means 
that it is only very slightly better than 
the grade shown, and not enough better 
to qualify for the grade next above it. 

“There are two cases of ties in the 
Rank List, and in those cases that office 
having the greatest number of ‘A’s’ 
was given the high position. 

“This schedule is not intended pri- 
marily to stimulate or provoke compe- 
tition among the various offices in con- 
nection with their clerical work, but 
rather to point out to them those items 
in which they are strongest and those 
which need their particular attention to 
bring them up to Class A rating. In 
some cases, the five individuals have 
been at considerable variance in their 
opinions, but this is not usually an in- 
dication of differences in judgment. 
These individuals are not all concerned 
with the same types of reports or rec- 
ords, and they based their ranking only 
on the records with which they are in 
closest contact. For example, a sales 
office may be absolutely accurate in the 
preparation and coding of its cash re- 
ports, but just the opposite in the prep- 
aration of its invoices or tonnage rec- 
ords. 

“It is believed that if the various 
sales offices will accept and study this 
report in the same spirit with which 
it is submitted, and go over the vari- 
ous items of weakness with those re- 
sponsible for the preparation of the re- 
ports and records coming into the 
Head Office, great benefits will accrue 
both to the sales office and to the com- 
pany. 

“It is very probable that a similar 
rating will be prepared at the end of 
the fiscal year for presentation to the 
next managers’ meeting, so your com- 
ments and suggestions regarding this 
schedule are earnestly solicited.” 

The Rating Table is presented here. 


The Controller, June, 1938 
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Two Additional Accounting Opinions Issued 
by Securities and Exchange Commission 


As a part of its program to bring 
about a certain degree of uniformity 
of principles of accounting as applied 
to the affairs of corporations which are 
required to make reports and to sub- 
mit financial statements for various 
purposes to the Securities and Ex- 
change Commission, that body has is- 
sued two additional opinions in its 
accounting series. 

Both opinions were prepared by 
Mr. Carman G. Blough, chief account- 
ant for the commission. 

Issuance of these opinions serves to 
crystallize thought in this field and 
is one of the most important factors 
in this work. The entire program 
which the Securities and Exchange 
Commission plans to carry out was 
described to The Controllers Institute 
of America’s Committee on Coopera- 
tion with the Securities and Exchange 
Commission and to the Board of Di- 
rectors of The Institute in a confer- 
ence held late in January of this year. 
The members of the commission who 
took part in that conference stated 
that they welcomed the cooperation of 
The Institute and its members. 

Mr. Roscoe Seybold, vice-president 
and controller of Westinghouse Elec- 
tric and Manufacturing Company, 
chairman of The Institute’s Committee 
on Cooperation with the Securities and 
Exchange Commission; Mr. J. S. Snel- 
ham, vice-president and controller of 
the Continental Can Company, a mem- 
ber of that committee; and Mr. O. 
Gordon Pritchard, controller of the 
Simmons Company, a member of the 
Board of Directors of The Institute, 
conferred with representatives of the 
commission on April 28 in Washington. 

The two new opinions by Mr. 
Blough, in the accounting series isued 
by the commission are as follows: 


“Treatment of dividends ona cor- 
poration’s own capital stock held in 
sinking fund:” 

“You have asked whether it is proper 
for a corporation to treat as income divi- 
dends applicable to shares of its own 
stock held in a sinking fund. 


“In my opinion dividends on a corpo- 
ration’s own stock held in its treasury 
or in sinking or other special funds 
should not be included in income. The 
treatment of such dividends as income 
results in an inflated showing of earnings 
inasmuch as the earnings from which div- 
idends are paid have already been in- 
cluded in income or surplus either during 
the current or prior accounting periods. 

“When a corporation’s own stock is 
held in a sinking or other special fund, 
the requirements in respect of which are 
such that earnings accruing to the securi- 
ties held therein must be added to the 
fund, dividends applicable to the eorpo- 
ration’s own stock so held should, never- 
theless, not be treated as income.” 


“Treatment of excess of proceeds 
from sale of treasury stock over the 
cost thereof: 


“Question has been raised with respect 
to the proper treatment of an item of 
$488,211.83 representing ‘Excess of pro- 
ceeds from sale of 12,200 reacquired 
shares of the company’s capital stock over 
the cost thereof.’ These shares represent 
part of 41,400 shares of the capital stock 
of the registrant, a manufacturing com- 
pany, reacquired by it prior to the year 
1934 ‘for the purpose of resale when 
market conditions improved.’ 

“Under the laws of most states there 
are certain legal restraints upon the is- 
suance of new shares that do not apply 
to the sale of treasury shares. However, 
from an accounting standpoint, there ap- 
pears to be no significant difference in 
the final effect upon the company be- 
tween (1) the reacquisition and resale 
of a company’s own common stock and 
(2) the reacquisition and retirement of 
such stock together with the subsequent 
issuance of stock of the same class. 

“It is recognized that when capital 
stock is reacquired and retired any sur- 
plus arising therefrom is capital and 
should be accounted for as such and that 
the full proceeds of any subsequent issue 
should also be treated as capital. Trans- 
actions of this nature do not result in 
corporate profits or in earned surplus. 
There would seem to be no logical rea- 
son why surplus arising from the reac- 
quisition of the company’s capital stock 
and its subsequent resale should not also 
be treated as capital. 

“In my opinion the $488,211.83 excess 
of proceeds from the sale of 12,200 re- 
acquired shares of this registrant’s capital 
stock over the cost thereof should be 
treated as capital stock or capital surplus 
as the circumstances require.” 


Costs and Prices 

(Continued from page 164) 
products or the addition of low-cost 
products not now in the line. 
7. What business can be taken on a mar- 

ginal price basis— 
a. Without creating discrimination 
among customers? 


b. Without necessitating reduction 
of basic prices on entire line? 

c. Without provoking retaliation by 
competitors? 


Required: An understanding of the 
nature and extent of competition be- 
tween our various customers and vari- 
ous products, coupled with adequate 
information as to the source of any 
additional volume to be obtained and 
the probable effect of a volume shift 
on the business of other companies in 
the trade. 


This represents a complex problem, 
which justifies careful study. The ad- 
dition of some marginal business, if it 
can be handled without disturbance 
to existing basic volume, may make 
the difference between a loss and a 
profit on operations as a whole. It 
is essential, however, to avoid illegal 
and inequitable price differences which 
may injure some customers who are in 
competition with others, and also to 
concentrate on developing volume 
which will expand the entire market 
and not merely take business away 
from other concerns on a cut-price 
basis. 

It is inescapable that the costs of 
any individual manufacturer do not 
and can not control prices, but plainly 
they are a matter of vital concern 
whenever pricing is under considera- 
tion. The proper function of the ac- 
countant in this field is to maintain 
flexible, detailed cost information on 
the operations of his own company 
and on those of competing manufac- 
turers, so that the net effect of any 
contemplated sales policy may be 
quickly estimated and the relative ad- 
vantages of alternative procedures 
easily appraised. The managerial prob- 
lem is best conceived as that of bring- 
ing costs within the sales prices 
obtainable, under whatever demand 
conditions exist or can be created. 
Accounting can be an effective instru- 
ment in rendering such a policy in- 
dividually profitable as well as socially 
desirable. 

















Greater speed of the Comptometer, without sacrifice of accuracy, 
is simply a matter of one operation as opposed to two. Ordinary 
machines require that keys be pressed, then lever pulled by 
hand or motor-operated. With the Comptometer, the entire 
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operation of adding, subtracting, multiplying or dividing is 
completed by pressing the proper key or keys. Seconds saved 
by the elimination of the second operation quickly mount up 
to precious minutes, hours ... and dollars. 


Kodak Co. figures “in focus” 


Every business is a picture in figures. Those figures 
should be as accurate and sharp-focused as an expert 
photographer’s print. “Hazy” figures may well lead 
to “hazy” decisions—and “blurred” profits. 

In the manufacturing plants and offices of the 
great Eastman Kodak Company, more than 100 Compt- 
ometers are used for handling such important figure 
work as production, costs and payroll, inventory con- 
trol, general accounting and statistical work. 

Tribute to Comptometer methods is the fact that 
Eastman Kodak Company has used Comptometers since 
1908, found them accurate, efficient, and flexible enough 
to meet rapidly changing business conditions over three 
turbulent decades. 

THE MODEL J COMPTOMETER 


No thinking person can “laugh off” the fact that so many progressive 
businesses have adopted Comptometer methods. For a demonstration 
in your own office, on your own job (without obligation, of course), 
telephone your local Comptometer representative, or write direct to 


Felt & Tarrant Mfg. Co., 1734 North Paulina Street, Chicago, Illinois. Reg. U. S. Pat. Off. 


Current Depression Does Not Reflect 
Break Down of Economic System 


PEAKING on the subject, “Can 

the Business Outlook Be Pre- 
dicted?”, on April 21, before the San 
Francisco Control of The Controllers 
Institute of America, Dk. NORMAN J. 
SILBERLING, professor of business re- 
search, Stanford University Graduate 
School of Business, sounded a note of 
optimism. The business outlook is 
more encouraging than the prevailing 
sentiment suggests, he believes. 

The political and economic mistakes 
of the government are not minimized 
or overlooked by DR. SILBERLING, but 
he believes the American people will 
soon begin to brush aside these artifi- 
cial obstructions to progress. It is re- 
freshing to read a paper that contains 
a note of optimism. 

—THE EDITor. 


This country has for some time 
been living under a political regime 
whose principal objectives have been 
social reform and recovery stimulus. 
Unfortunately the policies aimed at 
business stimulation have been un- 
dertaken in an atmosphere of emer- 
gency and haste, and this same spirit 
has also carried over into many of 
the attempted reforms. Social re- 
forming done in this way becomes 
dangerous because true reform must 
be gradual and not hasty and super- 
ficial. Actually the attempted 
reforms have exerted a depressing 
influence on public enterprise, re- 
quiring more use of artificial stimu- 
lants, which in turn developed new 
needs for reforms, and a vicious 
circle of confusion is at work. 

In the social reforms which are 


. 


being attempted there is evidence 
that an excellent opportunity is be- 
ing presented to well-organized col- 
lectivist groups to restrict the work- 
ings of a competitive capitalistic 
society. A theory has become widely 
accepted in Washington that the 
flow of capital through private hands 
is socially dangerous and should be 
greatly restricted. Toward this end 
taxation measures, obstruction of 
security issues, repeated attacks upon 
private initiative, are all contributing 
factors. On the other hand, there is 
the complementary doctrine that sur- 
plus funds and liberal credit should 
be continually thrown into the hands 
of consumers. This is supposed to 
give the mass of people “purchas- 
ing power.” This means essentially 
that the capital system is running 
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along on impaired momentum while 
prices are sustained under the illu- 
sion that purchasing power consists 
of money. 


Looks FOR COMMON SENSE To 
ASSERT ITSELF 


It is important to recognize these 
facts, in as much as the good com- 
mon sense of the American people 
will probably soon begin to break 
down these peculiar obstructions to 
progress. This is another way of 
saying that the current business re- 
cession does not reflect a far-reaching 
break down of our economic system 
as a whole. It reflects mainly the 
working of three specific factors: 
Temporary impairment of farm in- 
come due to sudden enlargement of 
production; a poorly timed reduc- 
tion in our credit base due to hysteri- 
cal fear of inflation on the part of 
the Federal Reserve Board early in 
1937; and also, the accumulative 
impact of the collectivist and money 
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spending philosophy which has in- 
creased taxes and production costs in 
most lines of business faster than 
real purchasing power has been cre- 
ated. 

The business outlook, despite the 
foregoing obstacles in the way, is 
more encouraging than the prevail- 
ing sentiment suggests. The posi- 
tion of the farmer will probably not 
grow worse, since over the next year 
or two farm production will again 
be subject to some limitations which 
will sustain farm prices and income, 
which moves closely with prices. In 
the second place the credit authori- 
ties in Washington now realize the 
mistake that was made in depressing 
the bond market last year, and the 
most important feature of the newly 
announced ‘“‘spending’’ program 
launched by Mr. Roosevelt is the pro- 
vision for very rapid re-expansion in 
the excess reserves of the banking 
system. This means, primarily, an 


abrupt firming-up of high-grade bond 
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prices, leading soon to conditions 
favoring new security issues of high 
calibre. After this there will come 
additional stimulus to lower grade 
financing on relatively favorable 
terms, aided by various supplemen- 
tary credit expansions through the 
R.F.C., and the like. 


BUILDING INDUSTRY DUE To 
ExPAND 


A third and very important factor 
in the outlook has to do with build- 
ing construction. The major cycle of 
building activity is still pointing up- 
ward. Reports thus far in the pres- 
ent year indicate a tremendous 
public response to the broadened 
legislation providing insured loans 
for home ownership. In fact, the de- 
clining trend of urban foreclosures 
and the existence of decreasing va- 
cancy rates more than compensate 
for somewhat higher than normal 
costs. 

A study of building conditions 
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over many years clearly demonstrates 
that a period of relatively active con- 
struction always generates sooner or 
later an active condition of general 
industry and trade. Here then is one 
important and basic factor pointing 
to business improvement over the next 
few years. 

The effect of this factor will, how- 
ever, be somewhat modified by the 
less favorable position of the trans- 
portation industry, apart from air- 
craft. Both the railroads and the 
automotive industries are facing difh- 
culties which restrict purchases of 
steel and other basic materials. 
Neither of these branches of the 
transportation industry will contrib- 
ute much to the next forward move- 
ment of business; but, given fur- 
ther expansion of building and a 
moderate recovery of farm income, 
we can expect both the volume of 


The Controller, June, 1938 


rail transportation abruptly to re- 
store the earnings of most roads, 
and the purchases of passenger au- 
tomobiles to revive, although prob- 
ably not to the high point reached 
in 1936 or 1929. 


Four MAIN Facrors To BE 
WATCHED 


The statistical study of business 
conditions leads to the conclusion 
that if the business man will watch 
four main factors he can see his way 
ahead and not be confused by propa- 
ganda or sentiment. These factors 
are (1) the excess reserves of the 
banking system, which directly gov- 
ern the cycles of the bond market 
and, therefore, credit conditions; (2) 
the trend of farm prices and farm 
buying-power; (3) the major cycle 
of building construction which in- 
fluences the activity of countless ma- 


terial and accessory industries; and 
(4) the impact of the foregoing fac- 
tors upon the delicately balanced 
earnings potential of the over-in- 
debted railroad system and _ the 
equally sensitive balance between 
new credits and replacement needs 
in the motor industry. 

It is important for business execu- 
tives to understand more clearly that 
thorough research along these lines 
can remove much of the guess-work 
as well as the political mistakes which 
have contributed to exceptional in- 
stability of our national income dur- 
ing the past ten years. In under- 
taking such research the economist 
must have more help from the busi- 
ness community, especially in pro- 
viding for organized research facili- 
ties which at present are very 
inadequate. 
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MEETINGS OF CONTROLS 


San Francisco: 
Topic: “Outing” 
A general outing on Saturday and Sun- 
day, May 14 and 15, at the Del Monte 
Hotel, Del Monte, California, was held as 
the regular monthly meeting of the San 
Francisco Control. The only business trans- 
acted was to receive the report of the Nom- 
inating Committee on its nominations for 
officers and directors of the San Francisco 
Control for the coming year. Members with 
their families and guests attended the out- 
ing in goodly numbers and everybody had 
a good time. 


Rochester : 
Topic: “Work of Rochester Control” 


A forum for members only constituted 
the program of the monthly meeting of the 
Rochester Control which was held May 25 
at the Rochester Club. In addition to the 
election of officers and directors for the 
coming year, Part I of the session was de- 
voted to the formulation and adoption of 
plans for the future activities of the Con- 
trol. Part II offered the last opportunity 
this season for members to discuss with 
each other particular current problems of 
the controller. This discussion consisted 
of informal round-table talk on subjects of 
timely interest. 


Pittsburgh: 

Topic: ‘““Workmen’s Compensation 
Insurance and Occupational Dis- 
ease Features of the New Penn- 
sylvania Law” 

The South Hills Country Club was the 
scene of the monthly meeting of the 
Pittsburgh Control on May 23. The pro- 
gram for the day included golf from 2:00 
to 6:00 P.M., dinner from 7:00 to 8:00 
P.M., and the regular meeting from 8:00 
to 10:00 P.M. The meeting was addressed 
by Mr. Warren A. Cook, superintendent of 
the Engineering Department of Zurich 
General Accident and Liability Insurance 
Company, Chicago. 

Mr. Cook is a national authority on 
workmen’s compensation insurance and oc- 
cupational disease features of the new 
Pennsylvania law, and made the trip from 
Chicago at his own expense to address the 
Pittsburgh Control on the subject. He was 
greeted by a large attendance of members 
and guests. 


Philadelphia: 


Topic: “Institute Affairs” 


During the year the meetings of the 
Philadelphia Control have been devoted to 
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specific subjects with outside speakers, and 
there has been little opportunity for mem- 
bers to discuss subjects of varied interest. 
For this reason, the monthly meeting of 
the Control on May 18 at the Penn Athletic 
Club was given over to an exchange of 
views on various subjects presented for 
discussion by the members present. Mr. 
V. L. Elliott, of the Atlantic Refining Com- 
pany, president of the Philadelphia Con- 
trol, was chairman of the meeting, the 
business part of which was the annual 
election of officers for the ensuing year. 


New York City: 
Topic: “Trends in Business and 
Business Law” 

The monthly meeting of the New York 
City Control was held on May 19 at the 
Park Central Hotel. Mr. Edwin B. George, 
economist, Dun & Bradstreet, Inc., was the 
speaker; and his subject was “Trends in 
Business and Business Law.” He spoke of 
the effects of several laws, such as the 
Robinson-Patman Act; of proposed new 
legislation in this field; and of the facts 
as to the immediate future of business 
which were developed by a recent intensive 
survey made by his organization. 

Mr. George has his finger on the pulse 
of American business. He was a trade 
commissioner of the United States De- 
partment of Commerce, serving in many 
foreign countries; he managed the Phila- 
delphia office of the Department; and later 
served as an executive secretary of the 
N.R.A. Advisory Council. He has writ- 
ten interestingly on business subjects. He 
was co-author of “Business Regulation by 
Judicial Decree,” and of “An Appraisal of 
the Undistributed Profits Tax.’’ He wrote 
“Federal Trade Commission Decision in 
the Goodyear Case.” With such a back- 
ground Mr. George gave an address of ex- 
ceptional interest. 


New England: 
Topic: “Informal Get-Together” 

The annual meeting of the New Eng- 
land Control was held at the Worcester 
Country Club, Worcester, Mass., on May 
26. Officers and directors for the year 
1938-1939 were elected and assumed office 
immediately. 

In accordance with the custom of the 
Control, the afternoon and evening were 
devoted to an informal get-together with 
golf and other attractions. By special in- 
vitation of Mr. John W. Higgins, presi- 
dent of the Worcester Pressed Steel Com- 
pany (Mr. Maynard F. Carter, controller, 
is a member of the Controllers Institute), 
members of the Control and their guests 
visited the company’s plant and its very in- 
teresting industrial museum which contains 
modern exhibits and an unusually fine col- 
lection of steel armor worn by Ye Knights 
of Olde. The meeting offered a splendid 
opportunity for members to visit with one 
another on an informal basis and to bring 
with them guests eligible for membership 
in The Institute. 


INSTITUTE ACTIVITIES-COMMUNICATIONS 


Milwaukee: 
Topic: “Selling Business Protection” 
The members of the Milwaukee Control 
spent a profitable evening at the general 
meeting which was held on May 10 at the 
University Club. Two guest speakers from 
the Northwestern Mutual Life Insurance 
Company, Mr. William Ray Chapman, as- 
sistant director of agencies, and Mr. Ralph 
E. Perry, assistant secretary, addressed the 
Control on “Selling Business Protection 
from Wall Street to Main Street.” 


Los Angeles: 
Topic: “Barbecue” 
A barbecue at the General Petroleum 
Corporation’s Barbecue Grounds near Brea 
was the program of the regular monthly 
meeting of the Los Angeles Control on 
May 19 at 6 P.M. The chefs who pre- 
pared the dinner were members of the 
Control, Mr. Wesley Cunningham and Mr. 
James T. Durkee, both of whom are asso- 
ciated with the General Petroleum Corpo- 
ration of California. Since all regular 
business was to be dispensed with at this 
meeting, including the reading of the min- 
utes, every member had been invited to 
bring a guest. In their preparations Chefs 
Cunningham and Durkee “went to town” 
in a big way and the results were acclaimed 
by members and guests as a huge success. 


District of Columbia: 
Topic: “Employer-Employee Rela- 
tions” 

At the monthly meeting of the District 
of Columbia Control which was held on 
May 24 at the Carlton Hotel, Mr. Frank- 
lin H. Kenworthy, of the Chesapeake & 
Potomac Telephone Company and a mem- 
ber of the Control, led the second of the 
series of round-table discussions. The sub- 
ject was ‘“Employer-Employee Relations” 
and it provided material for a stimulating 
meeting. 


Detroit: 


Topic: “Unemployment Compensa- 
tion Costs” 

Members of the Detroit Control were 
encouraged to bring guests from their own 
organizations to the monthly meeting of 
the Control, which was held on May 11 at 
the Intercollegiate Alumni Club. Mr. W. 
E. Odom, of William Odom Associates, 
Chicago, spoke on “Controlling Costs un- 
der the Michigan Unemployment Com- 
pensation Act.” 

Mr. Odom is especially well versed on 
this subject from the employer’s viewpoint. 
He has had considerable experience with 
unemployment insurance in a number of 
states, including several years under the 
Wisconsin Act. The members and visitors 
appreciated Mr. Odom’s timely and in- 
structive address. 


Cleveland: 
Topics: Various 
A meeting for members only was held 
by the Cleveland Control on May 10 in the 
Terrace Room of Hotel Cleveland. After 
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business matters had been disposed of the 
meeting was open to discussion. The Pro- 
gram Committee had assigned timely and 
interesting technical subjects to different 
members who in turn led the various dis- 
cussions. 


Cincinnati: 
Topic: “Life Insurance—An_ Eco- 
nomic Stronghold” 

The ninth meeting of the Cincinnati 
Control was held on May 10 at the Hotel 
Alms. Immediately following the dinner, 
twenty minutes were allotted to the A. B. 
Dick Company for their motion picture 
“The Mimeograph,” which was shown by 
Mr. M. S. Walsh, manager of the Cincin- 
nati branch. The speaker of the evening 
was Mr. John G. Quick, of the Union 
Central Life Insurance Company and a di- 
rector of the local Control, who addressed 
the members on “Life Insurance—An Eco- 
nomic Stronghold.” Since this was the 
final regular meeting for the present fiscal 
year and since several important matters 
were discussed with members, the session 
was not open to guests. 


Chicago: 
Topic: “The Chicago Stock Exchange” 

“The Present Work of the Chicago Stock 
Exchange and its Importance to Chicago 
and Midwest Industries’ was the subject 
of an address given at the monthly meeting 
of the Chicago Control on May 24 at Fred 
Harvey’s Restaurant, by Mr. Sidney L. 
Parry, assistant to the president of the Chi- 
cago Stock Exchange. Since the Chicago 
Stock Exchange is fitting itself to the mod- 
ern requirements of a securities market to 
enable Chicago to take advantage of its nat- 
ural position in the industry and finance of 
the Middle West, Mr. Parry’s remarks were 
of considerable interest to the controllers 
and their guests in attendance. 

Mr. Henry C. Perry, president, and Mr. 
Arthur R. Tucker, managing director, of 
The Controllers Institute of America were 
guests of the Control and spoke briefly on 
Institute matters. 


Buffalo: 
Topic: “Self Insurance” 


The Program Committee selected for dis- 
cussion at the monthly meeting of the 
Buffalo Control on May 3 at the Buffalo 
Athletic Club, the topic “Self Insurance.” 
Each member had been requested to be pre- 
pared to discuss his company’s insurance 
problems. From questionnaires which sub- 
mitted current data on operations in the 
several companies, composite figures were 
discussed. All forms of insurance were 
considered with particular emphasis on 
workmen’s compensation, fire, use and oc- 


cupancy. 


Bridgeport: 
Topic: “Effective City Management” 
The Honorable Jaspar McLevy, Mayor of 
the City of Bridgeport, and Mr. Perry W. 
Rodman, City Comptroller, addressed the 
members of the Bridgeport Control at the 


monthly meeting which was held on May 
4 at the University Club, Bridgeport. The 
subject was “How Effective Management 
Has Reduced the Tax Rate and Improved 
the Financial Status of the City.” 

Mayor McLevy covered many phases of 
this important and constructive work which 
he has so successfully been carrying on, 
and was ably assisted by Mr. Rodman, who 
supplied financial facts and figures, and 
who also thoroughly explained the account- 
ing system used by the City of Bridgeport. 


Baltimore: 
Topic: “Gold and Credit” 
The Baltimore Control, organized April 
27, met May 18 at the office of McCormick 
& Company. Mr. George A. Maxwell 
presented an informal address on “Gold 
and Its Relation to Credit—National and 
International” and later led an interesting 
discussion on that subject. Mr. Brooke E. 
Furr, president, conducted the meeting. 


St. Louis: 
Topic: “Streamlining Financial 
Statements” 

Mr. John C. Naylor of the Pet Milk 
Company, a member of the local Control, 
led the discussion at the regular meeting 
of the St. Louis Control which was held 
on May 24 at the Missouri Athletic As- 
sociation. The subject was ‘Stream- 
lining Financial Statements,’ which cov- 
ered the various purposes which financial 
statements must serve. The election of 
officers and directors for the ensuing year 


was held and, in accordance with the 
amended Manual for Conduct of Affairs 
of Local Controls, they took office im- 
mediately. 


Syracuse: 
Topic: “Bowling” 
In order to have an evening’s frolic of 
bowling, the members present at the April 
meeting of the Syracuse Control accepted 
an invitation from Mr. A. E. Woonton and 
Mr. Howard W. Henderson, a member of 
the Control—both of the New Process Gear 
Corporation—to hold this month’s meeting 
at the Syracuse Industrial Club on May 16. 
The only business of the evening was the 
report of the Nominating Committee. 


Twin Cities: 
Topic: “Accounting Principles” 
The regular meeting of the Twin Cities 
Control was held on May 3 at the St. Paul 
Athletic Club. Mr. George H. Hess, Jr., 
of the Great Northern Railway Company, 
and a director of the Control, continued 
the review of “A Statement of Accounting 
Principles” as contained in the booklet 
distributed by the American Institute of 
Accountants. At the previous meeting 
Parts I and II were reviewed by Mr. H. G. 
Peterson, of Minneapolis-Honeywell Regu- 
lator Company, and, also a director of the 
Control. At the May meeting, Mr. Hess 
took up Part III, “Balance Sheets,” and 
Part IV, ‘Consolidated Statements,’ and 
led a round-table discussion on those sub- 
jects. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held April 25, 1938, the applicants named 
below were elected to active membership 
in The Institute: 


LLoyD BERTSCHI 
The Gregg Publishing Company, New 
York City. 

MELVIN G. BLEITz 
Evans Products Company, Detroit. 

E. J. BRENNAN 
Dairy Sealed, 
York. 

FREDERICK W. BURNS 
Sonotone Corporation, 
York. 

THOMAS P. CARLEY 
Reliance Manufacturing Company, Chi- 
cago. 

JosepH A. DANILEK 

Helena Rubinstein, Inc., New York City. 

RICHARD H. DoE 
The Emporium of St. Paul, Inc., St. 
Paul, Minnesota. 

J. G. FEAREY 
Whiting Milk Company, Charlestown, 
Massachusetts. 

ROBERT C. JOHNSON 
The Union Central Life Insurance Com- 
pany, Cincinnati. 

JOHN V. JOYCE 
Mathieson Alkali Works, Inc., New 
York City. 

JOHN F. KENNA 
Stein Hall Manufacturing Company, Chi- 
cago. 

A. A. LorpI 
Jay-Thorpe, Inc., New York City. 

LESTER A. MOEHRING 
Chrysler Corporation, Detroit. 

S. L. PETERMAN, JR. 

Chambersburg Engineering Company, 
Chambersburg, Pennsylvania. 

J. K. SCHNEIDER 
General Cable Corporation, White Plains, 
New York. 

J. NorvELLE WALKER 
Royal Oil & Gas Corporation, Philadel- 
phia. 

CHARLES H. WESTBROOK 
Chicago and North Western Railway 
Company, Chicago. 


Inc., Ozone Park, New 


Elmsford, New 





To the Controller of an Inquiring, rather 
than a Satisfied Mind 


SICHECKS. 


INCORPORATED 
73 MURRAY ST. NEW YORK, N. Y. 


An Accounting Procedure, paid for by the 
order for checks which make it effective 


Complete your A/P, Payroll or Dividend 
operations solely by typing your checks 
from rolls on a typewriter—usable for or- 
dinary purposes when not typing checks. 
La Monte Safety Paper Used. 











HOMER S. CAMPBELL 


Mr. Homer S. Campbell, controller of 
The Crane Company, Chicago, died sud- 
denly in March. Mr. Crane was one of the 
early members of The Controllers Institute 
of America in Chicago. He was elected 
to Membership on May 21, 1934, and as- 
sisted in organizing the Chicago Control. 
He made many warm friends among mem- 
bers of The Institute in his home city. 


ALBERT E. FUECHSEL 

fr. Albert E. Fuechsel died March 30, 
after an illness of about one month. Mr. 
Fuechsel was elected a member of The 
Controllers Institute of America on Decem- 
ber 30, 1937. He became controller of 
The Mortbon Corporation of New York in 
1929, and later served also as vice-presi- 
dent. 

Although Mr. Fuechsel had been a mem- 
ber of The Institute but a short time, he 
had made many friends among members of 
the New York City Control. 


JOHN W. MARDER 

Mr. John W. Marder, a member of 
The Controllers Institute of America, died 
April 19 in Rochester, aged 73. His death 
was quite sudden. 

Mr. Marden was a native of Chicago. 
His father was the founder of the famous 
firm of typefounders, Marder, Luce & Com- 
pany, for which Mr. Marder served as sec- 
retary and treasurer as a young man. From 
1907, for two years he served as General 
Manager of the Stromberg-Carlson Tele- 
phone Manufacturing Company. 

Mr. Marder was elected only recently 
as a member of The Controllers Institute 
of America, on February 25, 1938. He was 
highly esteemed by the members of The 
Institute in the Rochester Control. 


JAMES L. McINTOSH 

Mr. James L. McIntosh, one of the early 
members of the Controllers Institute of 
America, died suddenly in New York on 
May 10. Mr. McIntosh was elected to 
membership in The Institute on December 
15, 1932, and had attended many of its 
meetings. 

Mr. McIntosh was well and favorably 
known to many members of The Institute 
by whom news of his passing will be sor- 
rowfully received. 


EMPLOYMENT 


Controller—Aged 40 

A controller with mechanical engineering 
training, and diversified experience, is 
available. Has designed and installed finan- 
cial and budgetary control procedures, pro- 
duction controls, stock controls, and has 
made general surveys and industrial re- 
search studies. Has handled special assign- 
ments covering reorganization problems. 
Willing to accept moderate salary. Address 
No. 244, “The Controller.” 


Accounting Executive 


Man, considerably under 40 who has 
spent the past twelve years with a manu- 





facturing concern in Pennsylvania, desires 
a new connection. His experience in- 
cludes direct contact with operations 
in administrative, productive and sales 
departments, particularly as a general ac- 
counting executive acquainted with sys- 
tematizing, cost accounting, financial anal- 
ysis, Management control methods, and 
Statistics. This man specialized in de- 
velopment and application of control 
methods. Address Box 245, ‘The Con- 
troller.” 





PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today: 


Rectigraph Division of 


THE HALOID COMPANY 
Rochester, N. Y. 


701 Haloid St., 
Branch Offices in Principal Cities 








LONG DISTANCE GETS 


DIPLOMA FOR DIPLOMACY 


Controllers find that Long Distance promotes co-operation . . . gets essential 
facts, figures, and viewpoints — rapidly, accurately and, above all, diplomati- 
cally. In even the most widespread businesses, the executive, purchasing, 
production, sales, traffic and credit people are brought into closer human 
relationship by telephone. ¢ Tributes to the value of Long Distance 
are frequent from controllers in varied businesses. There are ample 
reasons why. Long Distance is direct . . . personal . . . tactful 

+» » in every sense a “good-will ambassador.”’ And cheaper than 


ever at the present reduced rates. 




















| 
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WOULD YOU LIKE TO KNOW— 


how the controllers of a dozen of 
the largest manufacturing companies 


are handling their budgets? 


Then Send For This Booklet - $1.00 


It contains a complete report of an afternoon’s discussion, participated in 
by more than one hundred controllers, of ‘Budgetary Methods and Pro- 
cedures of Manufacturing Companies,” together with half a dozen especially 
prepared papers, giving details of procedures in use today—the results ob- 
tained—the possibilities of improvement. 

The controllers who attended this Conference on April 25 (except mem- 
bers of THE CONTROLLERS INSTITUTE OF AMERICA), each paid a 
registration fee of $1.00 to hear, as well as to participate in, this discussion. 
Many came from long distances, incurring railroad and hotel expenses in 
addition to the registration fee. 

You can reap the benefits of this Conference and discussion for the small sum 
of $1.00. 

The detailed information contained in this booklet is priceless—informa- 
tion concerning budget procedures that are actually in operation—sugges- 


tions as to possible improvements—comparisons with other systems. 


Publication Date, Approximately June 20 





Address 
CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-Second Street New York City 


Note: One copy will be sent to each member of THE CONTROLLERS INSTITUTE OF 
AMERICA without charge 
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Business executives interested in obtain- 
ing more business facts in less time 
should investigate International Busi- 
ness Machines and methods. Here are 
electric bookkeeping and accounting ma- 
chines which automatically provide com- 
plete printed reports from punched 
cards. 

Here are time recorders and electric 
time systems which assure correct pay- 
roll records and coordinate the work of 
all departments. 

Internationals also include all-electric 
writing machines which offer greater 
speed and more attractive correspond- 
ence, also counting and weighing devices 
which assure accuracy and guard against 
losses. 

The International Proof Machine for 
banks and the International Ticket- 
ograph likewise are in keeping with the 
trend of modernization in _ business 
methods. 

Executives making plans for improved 
business during the coming year will do 
well to include International Business 
Machines and methods in those plans. 





Above: 
International 
Ticketograph 


Above: 
International 
Electric Book- 
keeping and Ac- 
counting Machine 


At left: | 
International 
Card Time Recorder 


International 
Electric Writing 
Machine 


Above: | 
International Ac- 
counting Scale 





INTERNATIONAL BUSINES o_o 
MACHINES CORPORATION —— ie 


for Banks 





World Headquarters Building ASINS: Branch Offices in 


590 Madison Avenue at ile 
New York, N. Y. NACHINE? Principal Cities of the World 





